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Security Against

Renewed German Aggression

Siatemcu by WILLIAM L. CLAYTON

IN ALL QUESTIONS affecting the treatment of

Germany, the Department of State has one

paramount objective— security against a renewed

German aggression. And security can be assured

only so long as there is agreement with our

Allies on the basic principles of the treatment of

Germany.

Wc have reached that agreement as far as the

basic obicctives of the occupation of Germany are

concerned. The late President Roosevelt, I'rime

Minister Churchill, and Premier Stalin jointly

announced in the communique from Yalta

:

"We have agreed on common policies and

plans for enforcing the unconditional surrender

terms which we shall impose together on Nazi

Germany . . .

"It is our inflexible purpose to destroy German
militarism and Nazism and to ensure that Germany

will never again be able to disturb the peace of the

world. We are determined to disarm and dis-

band all German armed forces; break up for aU

time the German General Staff that has repeatedly

contrived the resurgence of German militarism;

remove or destroy ail German military equipment;

eliminate or control all German industry that could

be used for military production; bring all war

criminals to just and swift punishment and exact

reparation in kind for the destruction wrought

by the Germans; wipe out the Nazi Party, Nazi

laws, organizations and institutions, remove all

Nazi and militarist influences from public office

and from the cultural and economic life of the

German people; and take in harmony such otiier

measures in Germany as may be necessary to the

future peace and safety of the world." ^

' Department of State Bulletin of Feb, 18, IM.-i, p. 214.
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Tlie la.sk of cJestroyiiig the ecuiioiiiic liasis of

German aggression is one that requires vigorous,

simultaneous action along a number of lines. I

am very glad to discuss this morning those three

aspects of this problem on which your committee

has a^ed me to i-eport. These are: (1) tlie serious

problem of Axis economic penetration in Latin

America; (2) the problem of tracking down and

frustrating German eiTorts to hide abroad a stake

for another gamble of aggression; and (3) the

question of the trcivtment of German cartels, com-

bines, and technology.

I. Axis Replacement and Proclaimed-List Program
in Latin America

The unity in'the Western Hemisphere wliich has

been achieved by the American republics over the

course of the past years has been not less remark-

able than important. When the suspicion and mis-

trust with which the United States was regarded

in the other republics not many years ago is re-

called, it seems all the more remarkable that sev-

eral of the other republics declared war on Japan

after the treacherous attack on Pearl Harbor even

before the United States did. It is a tribute to

tlie wisdom of the good-neighbor policy and the

strength of our fi-iendly relations with the repub-

lics to the south Hiat cooperation and mutual inter-

est in the defense of the hemisphere should have

marked all of the difficult years since Naai aggres-

sion was first loosed on the world.

The importance of the other American republics

to the defense of the United Stntes of America

can hardly be overemphasized. No testimony of

mine is necessary to show the extent to which tlie

United States has profiled in obtaining bases and

support in other of the American republics, or

how much we might have been imperiled by enemy

radio stations operating in countries from which

it would have been extremely easy to follow the

movements of our merchant ships, particularly in

those crucial days when submarine warfare was at

its most successful peak.

The problem of Axis penetration in the Amer-

ican republics was, both in 1939 and in 1941, a very



serious one. lu the United States, althougli we
had 0111- BiiTid, our Fritz Kulms, and our similar

rabble, our ecouomie system was not under the

domination of such persons, nov was it likely to

ba gi-avely shakvn by the eliniiiuition oi these per-

sons from our business economy. Some of the

companies which have been vested by the Alien

Property Custodian as (Jeniian-dominated or

-controlled are highly important in the American
industrial ^'i.-ture, but they are not dominant con-

oenis. Nor did our richly developed industrial

system feel the pi'oblem of rejilucing undesirable

per-fonnel, however highly qualified for technical

positions they may have been.

In the other American republics, or at least in

many oi' them, the problem was quite different. In

the fieid of drugs and pharmaceuticals, for ex-

ample, the Bayer, Merck, and Scherinj* companies

enjoyed a virtual monopoly. I. G. Farben sub-

sidiaries had a firm hold on the dye and chemical

market. German enterprises such as Tubos Man-
negmann, Ferrostaal, A.E.G., and Siomens-

Sefauckert played a dominant role in the construc-

tion, electrical, and engineering field. Shipping

companies and, in some areas, German airlines

were well entrenched. In addition, other strong

pro-German firms were engaged in miscellarieoua

types of business, some of which were partly or

wholly owned from Germany and some of which
were wholly owiied by peigons of German origin

who had acquired eitizensmp in one of the Amer-
ican republics. The Staudt companies, which were
large dealei-s in wool, are typical examples of this

type of enterprise.

In all of these cases, German capital represented

a large proporl ion of the total business investment,

and in many cases there were no competitive indus-

tries which were capable of serving the essential

requirements of the local economy. The economic

importance of German industry to the other

American republics and the difficuJties of eliminat-

ing and replacing that industry were, therefore,

apparent.

The selection and designation of important

enemy firms to be eliminated also presented serious



political problems, particularly in those countries

wliiclv had strong opposition parties in the legis-

lature. In some cases the other American republics

had ta!\en steps short of war against the Axis such

as the severance of all commercial and political

intercourse with Axis territory. Others had de-

clared a state of belligerency. In the countries

which took steps short of war, the constitutional

authority of the administration to proceed with

an elimination program was open to serious ques-

tion. In many cases the woi-st of the Axis firms

were incorjjorated under local law and well able

to claim the protection of the courts. In some cases

it was claimed that the beneficial ownership was

not Gei-man, which made it necessary laboriously

to trace ownership through a maze of dummies
and holding companies. Furthermore, many of

tlie other American republics, perhaps to an even

greater relative degree than the United States,

have large numbers of citizens of Gennan descent.

In most cases these persons were loyal to the coun-

try of their domicile, just as most of those who
live here are loyal Americans ; but in each country

there were, particularly under the impetus of Nazi

successes, cert-ain numbers of these persons who
were willing to believe the pompous rantings of

Hitler and his aides and who were ti-ying to lead

the countries in which they lived to the objectives

envisaged by the Nazis,

The Department of State throughout this period

has liad to take full account of the many factors

which make the eradication of Axis influence in

the American republics a difficult and arduous job.

In the first place, it was necessai7 to avoid put-

ting the United States in the position of the whip-

cracking "colossus of the North", Moi'e has been

achieved by means of cooperation and an honest

attempt to understand the problem of the other

fellow than could liave been achieved by dictation

;

and our long-range objective of sound and good

neighborly relations has not been imperiled. In

the second place, we have had to understand prob-

lems which do not appear to be very important

when one is thousands of miles away but which

are seen to be very serious when one is on the scene.



We have had to bear in mind that large bodies of

Latin American citizens of German descent were

present in many of the other American republics

and tiiat tliese persons, although perliaps loyal

citizens, tended to regard as less dangerous than

did we or did the local government the activities

of German business houses and of Germans who
had been resident for many years in t!ie country,

Realizing also the difficulties of eliminating im-

portant business enterprises in economies which

did not possess substitute enterprises, we have tiied

to work with the local governments m building af
substitute enterprises. We have tried also to make
sure that these successor enterprises remain in the

hands of local nationals. We have been careful to

avoid actions winch would afford the slightest

justification for an accusation that the United

States used economic warfare controls in order to

further the economic interests of its nationals. •

Another problem which we had to contend with

in the early days of the war was the difficulty of

obtaining proof of Axis ownership, and of the

extent of the inimical activities of these Axis

spearheads, sufficient to suppoit proceedings for

their nationalization in a court of law. Our own
ability to produce such evidence was limited since

we did not then have access to the records of these

firms in Germany nor were we able to seize the

books and records of the fiims in the other Amer-
ican republics. The cooperation of the other

American republics and of our Allies was invalu-

able in making possible a mutual interchange of

information concerning inimical activities in the

hemisphere. The local police were able, on num-
erous occasions, to uncover evidence in spite of the

elaborate security precautions which the Nazis had
taken.

I should like to cite an illustration of this kind

of cooperation. An agency of the Government
of Uruguay seized the books and records of the

Banco Aleman. The findings of that agency are

summarized in English in a report which is con-

tained in Exhibit 1. The extent of the partici-

pation of these spearhead firms in the Nazi plan,

the value of their contribution to that plan, and



tlie insidious nanire of their operations are clearly

shown in this siimmary. Doubtless the iuli story

will be forthcoming from an inspection of the

records in Germany.
Through the cooperation of our British Allies,

we obtained access to a htrge cache of mail from

the Bayer subsidiary in Argentina to I. G. FnrbenT

Industrie, Leverkiisen, Gprtnany, which was inter-

cepted m 1943 at Gibraltar. Of parlicular interest

ai-e two letters from the Argentine subsidiary

which summarize the position of the important

Bayer com])anies as of inid-1945. English trans-

lations of the text of these two letters are avail-

able in Exhibit 2.

Another example of the cooperation between

tliis Government and the other American republics

is the work of tlie small mission which visited one

of the Latin American repnblics in the fall of

1943. This mission, aiding those officers of the

Embassy who had already been working on this

problem, presented a set of objectives to the local

government—a sort of statement of principles.

After this was subscribed to by the local govern-

ment, the members of the mission, togetlier with

officei's of the Embassy, sat down at the conference

table with officials of that government interested

in the control of enemy business enterpi-ises and

in production and distribution in the country. In

the mission were officers of the Department of

State, of the Office of Alien Property Custodian,

and independent experts who had been retained

for the purpose by tlie Custodian. The result of

this work over a period of a few weeks was a

compreliensive I'eport wliich went into the business

of each of the important Axis companies in tlie

country, indicated the maimer in which those com-

panies might be replaced without loss to the local

economy, and mentioned those American com-

panies which could make available either supplies

or technical assistance in working out the replace-

ment of the Axis concerns.

The basis for cooperation in the elimination

of Axis-dominated companies was laid in the Rio

de Janeiro conference in Januaiy 1942. Resolu-

tion V of that Conference, recalling the declara-



tion of the previous Conference in July 1940, that

an attack by a non-American state on one ot the

American republics would be considered as an

attack on all of thom, recommends the elimination

o£ all commercial and financial intercourse be-

tween the Western Hemisphere and the Asis. The
resolution contemplated the elimination of "all

other financial and commercial activities prejudi-

cial to the welfare and security of the American
republics". At the Conference held in Washing-
ton in June and July of 1042, these matters were

elaborated, and it was recommended that the busi-

nesses of any persons who were acting- against the

political and economic independence or security

of the American republics "shall be the object of

forced transfer or total liquidation". IJjider cer-

tain circumstances, these companies may be the

"object of blocking, occupation, or intervention".

I offer copies of the resolutions of both tliese Con-

ferences as Exhibits 3 and 4.

The adoption of these recommendations was not

empty phrase-making. The resolutions wei'e fol-

lowed by action in abnost all of the other Amer-
ican republics. Some of the legislation which was

drafted in these other 'reiJublics was based upon

United States legislation in the field or was drafted

with the assistance of United Slates experts. The
legislation adopted in most comitries was ex-

tremely effective and thorough-going. I am sub-

mitting for i>urposes of ^lustration, as Exhibits

5 and 6, copies of legislation enacted in Mexico and

in Brazil, whicli, I believe, compai'e favorably with

that of the United States.

Our missions in Latin America have, of course,

worked energetically and zealously in following

the progress made under this legislation, in dis-

cussing individual cases with the commissions, and

working out with thera particular methods of

eliminating spearhead companies. In general,

tlie policy has been to liquidate those spearhead

firms whose disappearance would not injuriously

affect the local economy. Wlienever tlie enter-

prise was essential to the local economy, the pro-

cedure has usually been either to vest the business

with all its asset-s in much the same way that the



Alien Property Custodian has moved against

enemy property in this country, or to force the

undesirable owner to sell to satisfactory pur-

chasers. In many cases, of course, only some of

the partners or stockholders were undesirable; and

in these cases only tlie undesirable interest has been

eliminated—either by a partial vesting of the

assets of the firm or by a forced sale of the unde-

Eirable interest to a satisfactory purchaser. In

all of these cases, the practice has been to block the

payments accruing to tlie former owners.

This Government has also rendered such services

as the issuance of a booklet giving medical equiva-

lents for German products which were in common
use in particular countries. Since Gennan medic-

inals occupied a very important place in many of

these countries, tlie issuance of such a booklet

made simpler the problems of local doctors who
were eager to cooperate by prescribing products

manufactured by American oi' local concerns, but

who were so accustomed to the German product

that they often did not know whether an equiva-

lent existed or was sold in the particular country.

A very good idea of what our goal has been and

what has been actually accomplished can be gained

from a list of the enterprises in the other American

republics which are regarded as spearhead in

character and the progress whicli has been made
toward their total and permanent elimination.

Such a list, compiled on a country-to-country basis,

has been offered as Exhibit 7.

An examination of this document will, I believe,

sup])ort the conclusion that encouraging results

have been realized in tiie job of eliminating Axis

spearhead firms in Latin America. We naturally

expect to continue to press for the elimination of

such firms in those countries whei'e the task is not

already substantially accomplislied.

The Department of State has, of course, given

much thought to the possibility that some of these

Axis spearheads will survive the program which

I have described, and to the related possibility

tliat some of the former German ownei-s may find

ways to regain their control over enterprises from

which they have been ousted. Steps have been



taken to guard against these possibilities by tho

addition of paragraplis in the various national

laws on the subject to the effect tliat the assets in

question mny be transferred only to a national of

the counti-y concerned; or to the effect that suc-h

assets may not be transferred to Gerninn nationals.

Assurances have been received from various Amer-

ican republics that the return of these properties

to their former owners will not be allowed, and

that the replacement program will continue un-

abated. Moreover, the Department of State has

followed, on a case-by-case basis, the transfer of

all Axis spearheads, as well as other Proclaimed

List ' properties, to make sure that the transfer

was bona fide in each case. No man can look too

far in the future. It seems a safe prediction, how-

ever, to say that German economic and political

penetration in this hemisphere has, for the most

part, been dealt a blow from which it will probably

not recover; and that the prospects are reasonably

bright for the substantial elimination of Axis

spearhead firms even in the areas where they still

survive.

The fact that the United Nations are now in

possession of the head offices of tliese Axis con-

cerns in Germany would, moreover, seem to put

it within their power to take over any Axis firms

that should remain untouched by the nationaliza-

tion program. This is an approach which is now
being considered in relation to the whole question

of reparations and war claims. The present co-

operative program of the other American republics

to discover and block German and Japanese assets

in this hemisphere—a matter which I shall discuss

in some detail at a later point—strengthens the

probability of further action and is a logical.con-

sequence of the replacement program which I have

described.

At this point, I want to say a few words about

'The I'roclnimcil Lint of Cf-rtain, Blocked Xalionals,

issued pei'liKliciUly by the Secretary of State acting in con-

junction witli the Secretary of the Treasury, tlie Attorney

General, the Secretary of Commerce, (be Adrainlstrator of

tbe Foreign Economic Adnaioistration, and the Director oE

the Office of Inter-American Affairs.



Olio of tiiii weapons of ecoiinraif warfare which

has been wielded by tbo United States and which

lias been a most effective supplement in accom-

plisluiig the elimination of Axis influence in the

Americas. This instrument, which has been used

in consultation with the Governments of Great

Britain and Canada, is the Proclaimed List, The
List is designed to specify publicly those persons

whom this (5over)iment considers to be inidesirable

and whom it, therefore, prescribes from commu-
nication or dealing with United States nationals

under the Trading With tlie Enemy Act. The List

contains the names of all Icinds of pei'sons—in-

dividuals whose political views publicly expressed

are antagonistic to the Allied war effort as well as

Axis branch companies. In the juain, however, the

List ha.^ been used as an instrument to designate

tliose persons witli whom trade was undesirable or

prohibited. As a ti'ading weapon, it has been

much more effective than it would have been had

it been used chiefly to designate pei'sons who, for

one reason or another, were undesirable, or persons

who, however undesirable, carried on no business.

It should be underatood. however, that the List

is not a perfect weapon. Where local cooperation

was not forthcoming, the List was much less effec-

tive than in those places where there was good

local cooperation. If the citizens of a community
insist on trading with a particular person even if

he is on the Proclaimed List, the efforts of the

United States to prevent him fi'om getting goods

fi-om Allied sources and to deny him other com-

mercial facilities do not have the maximum effect.

The chief problem in maintaining an effective

Proclaimed List has been that of preventing goods

froni reaching the hands of Proclaimed List na-

tionals through dummies. If a listed individual

or concern attempts to order goods from the

United States, he cannot receive them becaiise all

shipments of goods abi"oad are screened against

the Proclaimed List. The Proclaimed List na-

tional therefore tries and tries again to order

goods tlu'ough dummies or cloaks. These dum-
mies may be minor employees or insigniiicant in-

dividuals whose listing would cause them no real

10



coiiciii'ii ; consignees are sometiiiifts fictitious people,

people who have long been deiid, et cetera. Pur-

chase of goods in the local market is another way
of obtaining goods. These local purchases may, in

the case of indigenous products, be made from the

original producer; in tlic case of imported goods,

purchases are made through closiks so tliat often

legitimate importers of, United States goods in-

nocently make sales which benefit Pi-oclaimed Ijst

nationals.

The Depariinent and the other agencies charged

with the administration of the Proclaimed List

have, in cooperation with the governments operat-

ing similar lists, made determhied efforts to pre-

vent any goods from reaching Proclaimed List

nationals with the aim of depleting stoi.-ks and

ultimately forcing liquidation or bankruptcy. The
size of the task is illustrated by charts, offered as

Exhibit S, showing tlio total number of persims and

firms on the Ijist in this hemisphere and in each

country in this hemisjiliere. For purposes of com-

parison, a similar diart of the listings in this

hemisphere in the Insl, war is olTered as Exhibit 9,

alUiough I believe this cliart does not reflect the

size of the List in the last few weeks of that war.

Li addition to appro.\im!itely 8,000 names on the

List for this hemisphere, there are more than 5,000

names on the List for t%e European neutrals.

Because of our controls over sliipping and sup-

ply, ami because of the alert work of our missions

in the field, I am giad to soy that the Proclaimed

List has been far more effective in this war than

in the last and that, as a result of its operations,

hundi'eds of firms have been reorganized so as to

eliminate undesirable elements oi' have been foi'ced

to shut down. Oidy a small fraction of goods

from this country ever readied Proclaimed List

hands and, in the Western Hemisphere at least,

the task of acquiring goods locally was made so

dillicult and expensive as to be generally prohibi-

tive. The fear of inclusion in the List also has a

strong deterrent effect on many whose cupidity

might otlierwise have led them into the enemy

camp.

It has been necessary to keeii in mind the de-



sirability of using the List only in so far as local

controls were not effective to do the job. It has

often been pointed out to us by our neighbors in

the other American republics tliat we do not main-

tain a Proehiimed List in Great Britiiin or in

Canada oi' in many other Allied nations.

Our I'cply has been that the List is not main-

tained iu those countries where local controls are

so effective as to make the List unnecessary; and

as a corollary we liave undertaken in public state-

ments to withdraw the List first and most rapidly

fr(jtn those countries which cooperate with us in

tlie elimination of Axis spearhead concerns. We
have said in effect that if a country completely

eliminated Axis influence in a firm like Bayer or

Anilinas, we woidd be able to take off the Pro-

claimed List for that country not oniy the name
of that reorganized company but also the names

of a large number of people who had been listed

for the offense of cloaking for the previous Axis

com]>any. In other words, we have said to the

other American republics that if their controls

were effective, in the same manner that Great

Bintain's are effective, we would tlicn be prepared

to withdraw the List from those countries.

Withdrawal in this manner does not imply in

any way a whitewashing of all the persons taken

from the List. It does not mean that a particular

German national who has been on the List for two

or three years has suddenly changed his stripes.

It only means that we are carrying out the promise

which necessarily had to be made to the other

American republics that we would gradually with-

draw tlie List from those countries which imposed

effective local controls, and that we would then

expect the local government to deal with the local

undesirables.

I want to be extremely explicit about this point,

lest it be mistakenly construed as an indication of

softness or weakness in our economic policies. The
policy stated in May and in September 1944 (and

I attach as Exhibit 10 copies of these statements)

is neither soft nor weak,' It is based on realistic

' Depnrlment of Stale Bulletin of May G, 1S44, p. 409, and
Oct. I, 1944, p. 340.



and liiird-lieiided recognition of the fact that local

coiitrok are nmch more effective than those im-

posed from a distance of thousands of miles. It is

based on realization that the List is not liked by

tliG othei- American republics and that, if we were

proposing to continue the List without regard to

local controls, tliey would have ample justification

for complaining against our policy. It is based

on the knowledge that our willingness to discuss

the conditions under which we would be willing

to withdraw the Proclaimed List, and to turn the

situation over to local controls, accelerates the im-

plementation of these local controls and the elimi-

nation of the dangerous Axis spearheads. Pur-
suant to this policy, the List in such countries as

Mexico and Chile has been quite drastically cut

ill recent months. It may be cut again in the

months to follow. All that these cuts mean is that

local controls are considered effective, at least

under conditions presently existing, and that we
are cariying out our long-standing commitment to

withdraw the List first from those countries which
had imposed effective local controls. The others

which have not imposed effective local controls may
expect continuation of the List for some time to

come.

Finally, I should like to point out that our
so-called economic warfare objectives in the West-
ern Hemisphere tend to change with changing war
conditions. We no Ipiiger have to worry about

blockade, about the dangerous Axis companies re-

ceiving supplies from Germany, or even, since we
can handle the problem from Germany, about the

reestablishment of trade relationships between the

Western Hemisphere and Germany. What we do
have to worry about are tho.'-s persons who may
be hiding Nazi loot or flight capita!, and about the

control of German investments in all of the re-

publics. We are attacking these problems co-

operatively with the other American republics just

as we have cooperated in our economic warfare

measures. The Mexico City Confei-ence on Prob-

lems of War and Peace adopted a resolution in

this connection which I should like to introduce

as Exhibit 11.

18



The iTsoiution, whicli vras sponsored by Mexico,

refers to doeiiineiitH whitrli have been iasaed by some

or all of the United Nations and adopts and re-

afllrms t!ie priiicipli'y and objectives of tiiese docu-

ments. Tiie docunlents in question are the decla-

Tiition with respect to Axis acts of dispossessioli

issued on Jnniuiry 5, 194;{, the Gold PoHty Decla-

ration of F-jhriiary -22, 19-14, mid resolution VI of

the Brettdn IVoods conference. The resolution

resolves that the American republics will miiin-

tain existing ine.isures in force so far as applicable

and will late further iiieasnres to attain the objec-

tives of these declarations and resolutions includ-

ing specilic further inensures aIoiig'_|ines stated

in lUe resolution, I should like to qitofs two para-

.griiph.? from the Slexico City resolution XIX
whli^h I believe to he as good a stnlcinetit of the

problem as I have seen

:

"There art* reasons to believe that GermiiTiy and'

Japan vnU again attempt, in spite of their certain

defeat, to coneeiil tlieir property and property

which they have unjustly oblainod and which they

have placed in other countries in order to tinance,

during the postwar period, activities of every

sort inimical to the security and safety of the

Wc.'itern Ileinisphere and of the world in general

;

"The peace and welfare of tlie postwar world

must be based on justice and an organization that

assures justice, and that, therefore, all necessary

steps nnist be taken in a manner consistent with

the laws and practices of each country to facilitate'

the location and restitution of property unjustly

taken from the peoples of occupied countries, and

(he uncovering and treatment of hidden propeity,

directly or indirectly originating in Germany or

Japan or which is owned or controlled by Germany

or Japan or by individuals and entities within

such countries, all for the purpose of making it

impossible again for Germany and Japan to be able

l-o provoke and make war." ^

^ Inter-Atncricaji Gmifi-renrc, on Problenm of "Wnr nnA

Peace (Congress and ConCerence Series 47, Pru Aiaerl-

cftn Union, 1945), p. 47.



II, The Salcliavcn Program

The Department of State has abundant evidence

that the Nazis, in anticipation of military defeat,

made careful plans to can-y on in foreign countries

a wide range of activities necessary to support an

eventual resui'gence of Geiman power. For this

purpose plans were made, and carried out in part,

to transfer abroad sufficient funds and specially

trained personnel to carry on pan-German activ-

ities, even while the Allied Armies were in occupa-

tion of Germany.

These insti'umentalities through which the Ger-

mans planned to rebuild their military, economic,

and political strength in foreign countries were

principally the following: (1) the large foreign

industrial concems owned or controlled hy such

firms such as I. G. Farben, Siemens, Bosch, and

Telefunken; (2) scientific research laboratories

located in foreign countries for the development

of new weapons and new industrial processes im-

portant to war; (3) subsidized colleges, technical

schools, high schools, and elementary schools to

spread pan-German doctrines; (4) German-owned
or -controlled newspapers, magazines, and radio

stations to spread anti-democratic propaganda and

to create disunity among the peace-loving nations

of the world.'

The nature, scope, and complexity of this pro-

gram for the recreation of German military

might has required during recent months, and will

require for some time in the future, a carefully

organized effort on the part of the United Nations

to eliminate this German threat to international

security. Although my remarks today will be al-

most wholly confined to the economic aspects of the

problem, I want to assure you that this Govern-

ment, in conjunction with other United Nations,

is actively engaged in an integrated external secu-

rity program aimed at frustrating the German
plan.

The success of German efforts to carry on in

foreign countries activities inimical to the United

Nations must depend on their ability to mobilize

' Dvpartmeiit of St/ite Bullefhi of Apr. 1, 1945, p. 537.



funds to support the execution of their plans.

Consequently, they have made strenuous efforts to

move abroad assets of aU kinds, which can be con-

verted into funds for the financing of hostile

activities.

Our Safehaven Program is a combined effort of

the Department of State, the Treasury Depart-

ment, and the Foreign Economic Administration

to forestall German attempts to hide assets out-

side of Germany, particularly in the European

neutral countries, I should like to describe in

some detail the policies which we are putting into

practice in the implementation of this program.

The Safehaven Program has the same general

objective as the Replacement Program which I

have already discussed. The object of both is to

deny to Germany the economic bases of future

aggression.

Operationally, both programs draw upon the

vast amounts of information compiled by the De-

partment of State during the war years, especially

in its files developed for the administration of the

Proclaimed List and related controls. A master

index, containing approximately 500,000 names of

individuals and concerns abroad, affords a ready

reference for investigation of the relation of old

cases to new transactions, and provides the focal

points for the maintenance of vigilance over the

scattered scraps of information which regularly

come to our attention.

- The Replacement and Safehaven Progiams are

both based upon the common knowledge that totali-

tarian Germany was able to marshal the ostensible

private interests of German nationals abroad for

the pui-pose of waging economic war. The Re-

placement Program was an earlier phase. Be-

cause of the cooperation of the other American

republics, it was possible through the Replace-

ment Program to combat German economic power

in most American countries at a relatively early

date after we entered the war. Moreover, the

Western Hemisphere was isolated from German-
occupied European areas by communications,

blockade, and financial controls. Essentially,

therefore, the problem in the other American re-

16



publics lias been one of reducing and eliminating

the pre-war economic potential of totalitarian

Germany.

In neutral Europe the problem was to prevent

growth as well. During tlie war, the Germans

were able to siplion wealth out of Germany and

occupied areas to neutral countries, because geo-

graphic contiguity greatly lessened the effect of

controls of the sort that I have enumerated above.

Germans passed from enemy Europe lo the neu-

tral countries completely free of Allied control

over movement. Communications were open. It

was not practicable until recently to turn the block-

ade against the importation into a neutral country

of goods and other wealth from Germany. The
presence in the neutral countries of German dip-

lomatic missions, all swelled to abnormal propor-

tions, was a tremendous additional advantage to

Gennany in furthering its objective of liiding a

stake for another gamble.

Another difference between the Eeplacement and

Safehaven Programs is that the former was vol-

untary, based upon the freely given commitments

of the Western Hemisphere nations. The neutrals,

however, resisted our requests for adequate local

controls over Gei-man schemes, until our economic

bargaining power and the obvious decline of Ger-

many's military strength convinced them that an-

other coui-se was desirable.

The Safehaven Program concerns itself with

denying to Germany, in tlie interests of justice

and future security, the economic power arising

from (a) the organized looting of occupied coun-

tries, (6) the flight of German capital in anticipa-

tion of defeat, and (c) the German capital invest-

ment already located abroad when the war began.

Our chief efforts in this connection are directed

against areas which have not cooperated in the

extirpation of pre-war, and the prevention of war-

time, Axis economic penetration. In the Western

Hemisphere, Safehaven is of pi'imary improtance

only where the Eeplacement Program has lagged

or where there is reason to believe that blockade

controls have been evaded with some frequency.

Perhaps it would be helpful at this point to
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illustrate the ways in wiiich Germany sought to

build up and safeguard its foreign holdings of

the types of property mentioned above. To demon-

strate the possibilities inherent in intercorporate

manipulation of German interests, I need only refer

to the I. G. Farben empire, which the conmiittee

has previously studied. The extent to which hold-

ing companies within a single country can be mis-

used to evade controls and hide true ownership is

known to all of us from certain pages of the finan-

cial history of tliis country; we can, therefore,

appreciate the possibilities when incorporations

in several nations are employed. German enter-

prises frequently masked the true extent of Ger-

man control in a particular country through the

incorporation of holding companies in other coun-

tries, through the use of cloaks to hold German
stock interests, and even by abandoning formal

voting control but retaining a firm grip on the

local industry through domination of technical

processes used in manufacture.

The Germans have been aided in their attempts

to mask the German interests in corporations char-

tered in neutral countries by the European pre-

ference for bearer shares and the restrictive re-

quirements of certain European tax systems, which

have made it custoniary for majority foreign in-

terests in domestic corporations to be understated

as minorities.

The potentialities of bearer shares are readily

seen if it is recalled that such shares are negotiable

by delivery and that it is exceedingly difficult to

trace the chain of title to a particular bearer share.

Thus, it was possible for the Germans to loot se-

curities in bearer form in occupied territory and
turn them over to an agent, who would tlien appear

in a neutral country, posing as a valiant national

of the occupied country, and proceed to exercise

voting control of tlie local subsidiary, to the covert

advantage of the Third Keich. Obviously, the

bearer share seriously complicates tlie problem of

achieving restitution of looted securities.

The importance of national taxation laws in re-

lation to the concealment of true control is illus-

trated by the case of Spain. Since 1921 Spain's



tax laws have made it expedient for foreign capital

to show no more tlian a 25-percent interest in do-

mestic corporations, since the tax on foreign cor-

porations was prohibitive. As a consequence,

techniques were evolved long before the war for

concealing the true facts of ownersliip, and the

Germans made fuU use of such devices.

During and after the war, tliese schemes became

expedient for Safehaven reasons as well. More-

over, business customs and practices in the inter-

ests of ordinary commercial secrecy have been used

to advantage by the Grermans.

All this is not to say that the laws of the various

neutral states have designedly favored German
schemes. Rather, the Germans have been clever

enough to take advantage in this instance, as they

have in so many others, of the liberality of foreign

laws and practices. The Germans have also taken

advantage on occasion of administrative ineffi-

ciency, non-feasance, and corruption. Tlie extent

to which this can be said in every neutral country

to have been the fault of private individuals alone

is problematical.

The Germans systematically loot«d all manner

of valuable property, not only to satisfy the aes-

thetic sensibilities of such celebrated collectors as

Goering but to acquire wealth cheaply for con-

cealment abroad. Looting reached its nadir when
gold was picked from the teeth of gas-chamber

victims. A more subtle form of looting was out-

right "purchase" with occupation currency from

fearful vendors.

The Nazis during their occupation of Belgium,

the Netherlands, and France, confiscated or looted

by various devices in contravention of the Hague
Regulations of 1907, paintings and objects of art

worth considerable sums. It is estimated that the

value of such objects looted in Holland alone

reaches approximately 200 million guilders or

$136,000,000. The total value of works of art con-

fiscated or acquired by fictitious purchase in paper

marks by the Nazis is estimated at more than a

billion and a half dollare.

Among the German "buyers" or recipients of

thew works of art have been Goering, Hitler,
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Goebbels, and Von Kibbentrop. The methods of

acquisition included forced purchases with "occu-

pation guildere", or with German marks pumped

into the cii-culation of the occupied country. Some
paintings were seized as Jewish property. Three

of the agents engaged in acquiring works of art

for Goering and the others were Alois Miedol in

the Netherlands, Dr. Hans Wendland in Fi-ance,

and Andreas Hofer, the Berlin art dealer.

Tlie Department of State has been active in

liaison with the Roberts Commission, OSS, FEA,
and the British Ministry of Economic Warfare in

discovering, identifying, and listing these looted

art objects with a view to aiding in their restitu-

tion to their rightful owners in accordance with

the Hague Regulations. Looted art objects, be-

cause of the ease with which they can be concealed

and smuggled, constitute one means by which the

Nazis could transmit property abroad to he con-

verted into cash for use in armament research and
development, espionage, or propaganda.

The case of Alois Miedel furnishes an example

of the successful discovery, identification, and im-

mobilization of a valuable shipment of looted art.

After the German occupation of Holland in May
1940, Miedel went to that country and acquired

by the methods described above, on behalf of

Goering and the others, a number of art collec-

tions, including the Goudstikker collection of

Amsterdam, On July 24, 1944 three cases of paint-

ings from France were deposited in the name of

Alois Miedel in the free port of Bilbao, Spain, by
the German firm of Baquera Kusche & Martin, a

firm wliich was on the British Statutoiy List and
the United States Proclaimed List for trading with
the enemy. Ramon Talasac (also on the Pro-

claimed List) wastheagentofBK&Min deposit-

ing the cases at Bilbao.

Confidential sources identified the shipment as

including paintings from the Goudstikker collec-

tion confiscated by Miedel in 1940. It was reported

that Miedel was engaged in smuggling looted

works of art from France into Spain and endeavor-

ing to dispose of them in Spain. As the result of

confidential information transmitted to the Em-
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bassies at London and Madrid, Miedel was placed

on both the British Statutory List and the United

States Proclaimed List for Spain. It was reported

that ill November or December 1944 the Spanish

police issued an order for Miedel's arrest. Miedel

had been arrested by Maquis on the French side of

the border, but escaped back to Spain and dis-

appeared.

In March 1945, the American Embassy in

Madrid secured from the Spanish Foreign Office

permission for a representative of tho Embassy

and for the Dutch Minister to inspect llie paint-

ings deposited at Bilbao. The American repre-

sentative photographed the pictures. Of the S^

paintings, 10 were identified as belonging to the

Goudstikker collection, one to the Van Onlst col-

lection, and one to the Valkenburg collection.

Among the artists represented were Corot, David,

and Van Dyck.

The Dutch Minister was of the opinion that he

would be able to repossess the paintings on the

basis of the evidence thus secured.

The problem becomes more complex when the

looting action rests upon the ostensible author- .

ity of a puppet government in enemy-occupied

or -dominated territory, and when neutral na-

tionals acquire an interest in the property under

color of being hona fde purchasers for value.

The following is a classic example: Under the

Vichy equivalent of the Nuremburg anti-Jewish

laws, certain furs belonging to Simon Fr^res,

Paris, were seized and sold at public auction to

a collaborationist, one Radenac. These furs then

appeared at the free port of Barcelona, Spain. By
this time Radenac had acquired a prominent Span-

ish coadventurer. As soon as tlie case came to the

attention of the American Embassy at Madrid, the

Embassy invoked the Inter-Allied Declaration

against Acts of Dispossession, which I shall dis-

cuss later, by calling the matter to the attention

of the Spanish Government. Radenac was called

in to the American Consulate General at Barcelona

to ejiplain. His explanations were unconvincing,

and he was blacklisted by the British and our-

selves. The word was spread around that a sim-
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ilar fate awaited those who might buy the looted

furs from him. Moreover, the effect of the Inter-

Allied Declaration was to make it clear to poten-

tial purchasers that the United Natioiis would not

recognize the validity of a title through Radenac,

The French Mission was kept fully informed ; and
as France regained her diplomatic powers, she wag
able to take over the ease herself vk-d-vis the

Spanish and press for rectification of rights. The
case is now before the courts in Spain, with the

French claimant adequately represented by coun-

sel. For the period of over 12 months between

the arrival of the goods m Spain and this pro-

ceeding, dissipation was prevented by the efforts

of the American missions in Spain and their Brit-

ish and French colleagues.

Having mentioned some of the schemes by which

German external assets were cloaked and looted

property turned to German economic advantage,

I should like to discuss the third phase of Safe-

haven, the detection and control of German flight

capital. It is not possible yet to state at exactly

what time an official policy of hiding assets abroad

was embraced by the Reich. Certainly such a

policy was not generally adopted until after the

flush of earlier blitz victories had well worn off.

Since the flight of Axis capital is the most recent

and covert phase of German efforts to achieve

Safehaven, you will understand that a great many
cases are presently under active investigation, both

in Germany and elsewhere, and that I must exer-

cise care in mentioning names or localities, I

should like, however, to illustrate some of the

devices or techniques used to foster the flight of

German economic power to neutral countries.

1. In some countries, such as Switzerland, a bank

account may be kept by number rather than by

name, and heavy penalties face the banker wlio

violates the secrecy rule and discloses the identity

of the owner of the account. Shifts from one

numbered account to another within a single

country can be confusing enough, to say nothing

of movements between two countries where such

systems exist, especially in view of the fact that

the persona who are listed as the owners of the



numbered aceouuts may theinBelves be only cloaks

for others. In our tccent negotiations with

Switzprland, we pressed for the lif-tiiig of (he bank

secrecy law- The Swiss decree, however, diil not

go beyond authorizing Swiss oliieials to coniluct

investigations rcgnrding (he identity of the own-

ers of numbered aeconntg. AVhetiier this cliange

will yield boneficial i-esiilts is yet to be seen.

2. Germans have iilso achieved foreign haven

for flight eajiital by preventing the normal repa-

trisition of German foreign eurnings. (ierman

corporations have either not declared dividends

or have not sought to convert them ijito marks.

For example, the Deutselie Itanlc and Deutscho

Orient Bank (Dresden Banli) branches located in

Istanbul, Turkey, followed the policy of accumu-

lating in Turltpy ratlier than tnmsmittinc to their

parent company in Gei-many their Hnnunl protits

during their last eight years of operation.

3. Another device for achieving the sanie result

was that of building up credits for Gi'irmans in

neutral countries by deferring the payment for

German eaports. We have i-eports that (ilermmiB

have dumped goods in neutral countries, granting

very liberal credit terms, I^cst this be too obvious,

a two-price system was sometimes used, whereby

lower fictitious prices would be paid through the

clearing at the time of unportation and sale, while

the difference between tlw simulated price and the

i-eal pri(;e would remain a post-war credit in favor

of the Germnn shiiiper. Cliecking these i-eports

indicates that the latter variation was sometimes

used for heavy industrial exports of great value.

Thei* is little to show that Germany was able to

dump consumers' goods in foreign markets in vo]-

iTine during the war. Germany did, however,

strive to maintain the prestige and morale of her

export organization, with the result, for example,

that Gennan radio and photography shops in

neutral countries were well-stocked, in comparison

with the bare shelves of American outlets.

4. Diii'ing the war yeare Gennan investment in

neutral countries showed itself particularly dis-

posed to enter concerns in which there was a sub-

stantial increment of neutral capital. It seems



fairly obvious that one reason for this was the

expectation that in case of German disaster the

neutral governments would be more reluctant to

take measures against such concerns than against

those in which neutral interests were less involved.

5. German liquid balances in neutral countries,

particularly the earnings of Germans located in

those countries, were frequently invested in in-

come-producing real estate, Tliis, again, is symp-

tomatic, for neutral reluctance to interfere with

existing titles to land at the instance of foreign

states is based on infei-ences from the concept of

sovereignty itself. Moreover, land cannot easily

be frozen in a blocked account.

6. Finally, a very simple evasive tactic, time-

tested by the last war, i-ests upon the short memory
of man and his soon tiring of controlling Germany
and Germans, The scheme was simply to dispose

of property by a written instrument, absolute on

its face, but delivered on a secret, oral understand-

ing that it would become void in five yeai-s or so.

Our reports indicate that the Germans as a general

rule thought that five years was allowing enough

time for this purpose.

Flight of capital is not of treasure alone; the

brains and skills of men are also tlie subjects of

German efforts to save potential strength for an-

other war. This is especially true of German
scientific and managerial personnel. We need

only recall the flight of German technicians to sur-

rounding areas after the first World War to appre-

ciate the existence of a similar danger today. The
problem is complicated by the fact that many
German technicians have assumed, with fraudulent

intent, citizenship in other countries. Moreover,

there may be greater neutral reluctance to permit

the extradition or repatriation of Germans not

regarded as war criminals than to recognize Allied

competence with respect to German assets abroad.

I should like to cite a few cases which illustrate

these dangers. In a certain neutral country, the

German electrical company, Telefunken, bought a

plant in the summer of 1943. The plant was im-

mediately modernized and enlarged. It now has

complete facilities for testing the most intricate
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short-wave radio equipment, and magnificently

equipped laboratories for researcli in the ultra

short-wave and tone-frequency field. As late as

April of this year negotiations were in progress

for the importation of skilled Germim technicians

to work in this plant.

In another neutral country, the government was

eager to encourage the growth of mamifaoturing

iii the national economy. A semi-official German
organization presented a proposal to the govern-

ment of this neutral country for the equipment

and establishment of a technical-school system,

A representative of an Allied government has seen

the five-volume dossier containing the German
offei-s. The Germans proposed to supply a very

large quantity of machinery and equipment for

purposes of production, research, and teaching.

In addition, they proposed to construct a fully

equipped plant for the production of machine

tools.

The acceptance of this offer by the neutral gov-

ernment would have necessitated the employment

of a large number of German teachers and techni-

cians. The offer certainly did not arise out of

simple commercial motives, for the Germans were

willing to guarantee delivery within three months

at the very time when Geiman war industry was

losing the battle of prodiibtion. It seems clear

that the plan was intended to establish a imcleus

of German personnel and equipment beyond the

reach of the Allies.

Aircraft repair establishments in the same neu-

tral eoimtry ordered certain specialized machines

from German suppliers in 1941. They were un-

able to obtain delivery until late in 1943, at which

time they received, not the amount of equipment

that they ordei'ed, but five times as much. Much
of this machinery, adaptable to the large-scale

manufacture of aircraft, rests today in this neutral

country, still uncrated.

Germans in foreign countries, who have now
been cut off from their connections with German
industry, may be expected to try to turn to United

Nations trade as a means of preserving their posi-

tion. They did this after the last war, and they
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have liad suine experience ;ilong these liues in this

war.

Ill one neutral country, Germans actually man-
aged to derive large protits from tlio pupulai'ity

and sti'ong drawing power of American motion
pidiiros. Their scheme was ingenious, and too

l())i<r ftjr recital here. They dealt with the un-

siisi)i;'cling American producers llirou^h a scries

of cloaks, and managed to get control of the ex-

hibition rights of American films. The ari'iuige-

ment was broko.n up by n vi;;i!:int American

diplomatic mission, whirl] I. >' i- ...' loloverthe

importation and distrl^' nn raw-

fibn stock to forestall th" ^'ying of

fibus whose exhibition rigiita wen: Gi.i!Uim-hcId.

The Unitwl Nations liiivc been alive to the dan-

gers of German .Siifeliaven elTorts tlii'onghout the

war. Il 1iu3 been nocc&s:uy, however, to adjust

precautionary steps to parLicntar stages of the war.

The earliest economic security measures designed

to extirpate Axis influence were those taken in the

otljcr American republics pursuant to the Heplace-

meut Pntgram which I have ali'eady discussed,

Tlift next was the United Nations Declaration of

January 6, 1943, a copy of which is herewith sub-

rnitlei.! for the record as Exhibit 12.' This decla-

ration made it quite clear that the United Nations

would not recognize the validity of property

transfera in enemy-occupied Europe based upon
Axis acts of spoliation.

The declaration was given wide publicity and

Was presented by the American missions abroad in

a formal diplomatic manner to the various gov-

onimenls not then members of the United Na-
tions. Others of tlie United Nations made parallel

diplomatic presentations. The American em-
bassies and legations throughout the world Iiave

been instructed, moi'eovei'. to invoke this declara-

tion in bringing to the attention of each foreign

government the fact that certain property located

within its area is asserted to be loot, In this way,
it has been possible to forestall defenses based
upon the doctrine of iniiocent purchaser for value.

This policy was further implemented by vigorous

' nr!,.„'linni!. of S^liilr liiiUrliii of Jim. 0, M\-l'i. p. 31.
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bkcldistiiig aflion. Individuals and concerns con-

tieiiijilating ihe jjiircliase of looted property were

warned that lbs conseqiiences of their act wnidd

be certaii! inclusion in Ihe American Proclaimed

List and the British Stntutoi^ List.

Latei', Oil February 22, 1D44. the United States

sponsored a specinlized declaration, a copy of

M-hich I offer for the record as Exhibit 13, relat-

ing to looted prild. Studifs by the Foreign Eco-

nomic Administration indicated tliat by the time

of that declaration (iernmny had more than ex-

hausted all of her gold on hand when she ent^i'cd

the war, witli the result that any gold thereafter

•purchased by the neutral countries from G&--

niany would be presumed to be looted gold and

hence within tlie non-recognition principle of the

earlier United Nations Declaration. 'Die gold dec-

laration was given publicity and diplomatic pres-

entaiion similar to that of the January 5, 1943

declaration.

The next step was the inclusion in the Brettoii

Woods agreement of resolution VT, a copy of whicli

is oH'ered as Exhibit 14,^ Tliis resolution broad-

ened tlie scope of tlie earlier declarations to iu-

cliide enemy flight capital as well as looted prop-

erty, thus illustrating a new danger that was

beginning to arise as German defeat became more
certain. This resolution has been given wide pub-

licity aJid ui'ged upon the United Nations for

adoption as the general principle for dealing with

flight capital and looted ]iro]ierty.

Itesohition XIX of the Mexico City Conference

on Problems of War and Peace, which I have pre-

viously discussed, pledged the combined efforts of

freedom-loving Westei'ii Hemisphere nations to

forestall Axis concealment of assets abroad.

As the Safehaven problem grew more acute with

time, and as the German position deteriorated, it

was possible to bring additional pressure to bear

on the neutral countries to recognize the expres-

sions of basic policy which I have outlined above.

For some time prior to Mr. Laucldin Currie's mis-

' United Natlone Moneliiru ojitf Fhiaiicinl Conference,

Final Act and Related Documents (Department of State

PnDlication 2187, Conference Series 55).



sion to Switzerland, representatives of the State

Department, the Treasury Department, and the

Foreign Economic Administration had been study-

ing proposals for linking up Safehaven objectives

with Anglo-American supply-purchase negotia-

tions with the European neutrals. It was decided

as a matter of basic policy that attainment of

Safehaven objectives should be sought in such

negotiations,

I should like to introduce for the information

of the committee as Exhibit 15 a model note ad-

dressed to a neutral country regarding these objec-

tives. In general, the neutral governments were

called upon to subscribe to the principles of the

declarations and resolutions mentioned heretofore

and were requested to take the following imple-

menting measures: (1) to freeze all German as-

sets; {2) to investigate transactions since 1939

between persons subject to the laws of the partic-

ular country and persons in Axis or Axis-

controlled territory; (3) to make the results of

these investigations available to the United States

Government; (4) to conduct a census to determine

the extent of German ownership of assets located

in the neutral country: and (5) to provide the

United States with full information regarding

persons of Axis nationality who entered the neu-

tral country since 1939 and who are still there.^

The Swiss negotiations resulted in the enactment

of a federal law in Switzerland providing for the

blocking of German accounts and the initiation by
the Swiss of a census of German property in that

country. A copy of tlie Swiss decree is offered

herewith as Exhibit 16. The collapse of Germany
speeded the enactment of control legislation in

Spain and Portugal.

Tiie Spanish laws are herewith introduced as

Exhibit 17. The Spanish decree of May 5, 1945

adliered to the princijiles of Bretton Woods resolu-

tion VI and provided for a general freezing control

over the assets in Spain of subjects of Axis or

Axis-dominated countries and gave broad discre-

tion to the Minister of Foreign Affairs with respect

' Dcpiirhiieiit nf Stale Bulletin ol Oct S, J044, p. 3S3.



to the implementation of the policy thus expressed.

The Minister of Foreign Affairs, acting mider this

delegation of authority, has required corporations

domiciled in Spain to report the capital therein

owned by all nationals of Axis or Axis-dominated

countries. A licensing system is provided for, and

without a license all payments of dividends, debts,

et cetera, to the nationab of Germany or territory

formerly dominated by Germany are forbidden.

The Portuguese decree is similar in tenor, but its

operative effect is confined to the nationals of Ger-

many, unlike the Spanish law, which affects all

Axis nationals or ihe nationals of any country

which the Germans had occupied during the war.

Negotiations with the Swedish Government are

proceeding- relatively satisfactorily, according to

our Legation at Stockholm. Sweden had sus-

pended commercial and financial transactions with

Germany prior to the latter's capitulation.

With German assets now frozen in the Euro-

pean neutral countries and Allied investigating

teams scouring Germany for evidence of tlie Ger-

man side of Safehaven transactions, it is expected

that rapid and substantial progress will be made
ill isolating Germans from the economic power
they liave sought to maintain through illegal

movements in neutral countries. A great deal,

however, remains to be done. The Department
of State is determined to press forward, iii con-

junction with the other executive agencies operat-

ing in this field, in order that ecoiiomic security-

objectives may be attained and German property

outside of Germany subjected to just claims

against it.

It is the objective of the United States, regai-d-

ing property looted from territories occupied by
the Germans, to lend every assistimce to the coun-

try from which the property was taken in order

to obtain return of the property for adjudication

of pi'esent rights to it. German capital abroad,

whether flight capital or traditional German for-

eign investment, must bear its full share of Ger-

man responsibility for this war. I am not in a

position to make any additional statement regard-

ing the ultimate disposition of German external



assets until nfter discussions' with our Allies re-

garding fundanieiitttl reparations antl German con-

trol policies have been completed. In the interim

period, one of the most impoi-tant tasks in which
the Department of State is collaborating with the

other civilian agencies is the study of evidence

HA"ailable in Germany regardhig German eco-

nomic penetration into the neutral countries and
the Westem Hemisphere.

Dnring this period also, the Foreign Service

abroad, the Dcpurtmeiit of State, and other in-

terested agencies in Wasliington will continue their

efforts to obtain information outside of Germany
regarding the nature and extent of German hold-

ings, to press for neutral controls which will im-

mobilize German interests without prejudicing

their ultimate disposition, and to fornmliite and

study the prinei])Ios which should govern the final

scltlenieiit, to the end nf assuring that Germaiiy

may never again be able to mobilize extenutl assets

for aggressive purposes.

III. Cartels, Combines, and Technology

I should like to turn now to tlie fjueslion of Ger-

man participation in international cartels. The
development of an effective policy on this question

re<l»ires parallel action with respect to German
domestic cartels and combines, international com-

bines in which Gerjnan nationals have an interest,

and the treatment of German technological

information.

Our policy toward German participation in in-

ternational cartels is governed by two considera-

tions, nie first follows from our general opposi-

tion to cartels as devices for the regulation of

world trade, while the second follows from our

knowledge of the special uses to which Germany
has put the international cartel system.

Studies undertaken by the State Department and

other Government agi^ucies have sliown that the so-

called "noJinal" operation of cartel arrangements

has had undesirable and dangerous economic con-

sequences. I'rivate ngreements of a restrictive

character which fix prices, allocate niai'kets, de-

termine the conditions of technological inter-



I'hange, and establish production quotas have

operated to curtail the availability oi goods and

services to the consumer, to enhance prices, and

to curtail employment and purchasing power. We
hope to achieve the concurrence of other govern-

ments in an agreement prohibiting participation

of commercial entei-prises in contracts and com-

binations which restrain international trade, re-

strict access to international markets, or foster

monopolistic control in international trade.

Testimony previously presented to this com-

mittee and to other congressional committees has

shown that the pre-war carte! system was used by

Germany as an instnmient of political and eco-

nomic :iggi'ey,=ion. In our view the disarniameTit

of Germany and the promotion of effective meas-

ures to prevent future military aggression by Ger-

many requires that German participation in inter-

national cartels be promptly and effectirely ter-

miiialcd, and that any future attempts to establish

such relationships be prevented.

To put this policy into effect, we are proposing

immediate action along several lines.

First, we pi-opose. to terminate German partici-

pation in all cartel contracts which fall within

the following classes:

(a) Agreements between two or more sellers

or between two oi' more buyers which provide for,

or have the effect of, fixing (k'ices or terms of sale,

dividing or allocating markets or fields, assigning

quotas or controlling production, capacity, sales,

l^urchases, exports, or imports;

(b) Agreements between a buyer and one or

more sellers or between a seller and one or more
buyers which go beyond simple purchase and sale

transactions or agency agreements and which ac-

complish any of the foregoing results;

(c) Agreements pertaining to patents which go

beyond simple grants of exclusive or non-eXclusive

rights and which accomplish any of the foi-egoiug

results; and

(d) Any other agreements, without limitation,

which come within the .scope of certain German
laws which provided the legal framework for



Secondly, in order that we may have a com-

plete inventory of all international cartel agree-

ments to which Geiman nationals were parties,

we are planning to require the registration of all

international cartel agreements in effect in Ger-

many at any time and for any period after Jan-

uary 1, 1933. A comprehensive collection of in-

ternational cartel agreements should prove of im-

mense value to us in revealing the location and

magnitude of Germany's foreign assets and in

disclosing in greater detail the extent of Gennan
economic penetration in foreign countries.

Thirdly, our proposal to terminate German par-

ticipation ill international cartels and similar or-

ganizations would be of little value if we did not

take adequate steps to prevent the resumption of

such relationships. Accordingly, not only do we
intend to declare such wsumption of cartel rela-

tionships to be illegal, but we also intend to press

for the establishment of a system of policing all

business communications between Germany and

other countries. Under the proposed arrange-

ments, all international business communications

would come under military government sur-

veillaiice, and all persons who are permitted to

enter Germany during the occupation period, no
matter what their official or semi-oflicial status,

would be required to submit all private business

communications thi-ough ofBcial channels.

'Hie failure to adopt such precautions would
not only jeopardize the success of our security

policy, but would also enable German firms to

effect concealed transfers of foreign property to

cartel partners or affiliated interests abroad in

order to frustrate seizure.

It is a common observation that one country's

domination of an international cartel is facilitated

when all of the prodiicere within that coimtry act

in unison. Such united action may be, and usually

is, a consequence of the rigid cartelization of the

domestic economy, or of the ownership by com-
bines of all or pi'etlominant parts of the pi'oduction

facilities of major industries.

Consequently, the internal unification of the

German economy will always entail the threat the



Geiman economic strengtli may be shielded as a

weapon of coercive power in internatiomil mar-

kets. Moreover, the concentration of business

control in Germany would preserve the gi-eat eco-

nomic and political power which rests in tlie hands

of those same industrialists who financed Hitler

and supported him until it became clear that he

had lost hiw irrcat jjn'iihlc.

These r<i;> '.ii r.i i-.i.- i>:ive led us to the conclu-

sion thai (ii ' ii' '
!< cartels, and other re-

lated Gei'iii:i;i ;i-..i-u M.:.-; which have the charac-

ter of cartels, such as Economic Groups, should be

dissolved by the military government authorities.

It is recognized that German cartels and Eco-

nomic Groups have, to an increasing extent under

the Nazi regime, been used as semi-autonomous

public organs to aid in the administration of gov-

ernment procurement, allocation, price stabiliza-

tion, and standardization and rationalization

programs in the field of protluction. However, in

so far as tliese functions must be performed during

the occupation period, it is our view that they

should be performed, not by cartels, but by public

administrative authorities, under the close super-

vision of military government.

As I have already suggested, Germany's position

in international cartels, and the organization of

her domestic economy through cartels and cartel-

like organizations, is closely related to the ex-

istence within Germany oi large business aggre-

gates such as combines, conmiunities of interest,

and trusts. It would be unrealistic for us to ad-

vance a policy calling for a proliibition on German
participation in international cartels, and dissolu-

tion of German domestic cartels, unless we were

also prepared to deal with these other forms of

business centralization. This problem is receiving

our serious attention, to the end that decisive ac-

tion may be taken to eliminate the dangers of

German corporate combination.

Certain additional actions, which will be taken

witliout primary reference to the policy I am now
advancing, will have the direct effect of disestab-

lishing German industrial control aggregations.

To the extent that Germany is deprived of certain



parts oi lier tei'ritory, the tnternatioiial distribu-

tion of industrial miiU wiU be changed; disarma-

ment and the proliibitinn on production of war
materials will canse the elimination of many facili-

ties which now form the main assets of certain

combines ; Allied administration of certain strate-

gic industries such as coal, iron, electrical power,

and transportation may deprive a number of com-
bines of oontro! over their main economic assets

and thereby contribute to their dissolution. There
will, however, be a considerable field in which we
must take affirmative action in cooperation with

otiicr governmeTita in order that the control which

the larger industrial aggregates have exercised

over the German economy shall be broken.

Although this aspect of the problem has been

inadequately publicized, it has seemed to many of

us that Germany's successful penetration of for-

eign economic systems has been achieved through

the control of international corporate combines as

often as tlirough participation in international

cartels. It. is our view that continued German
participation in such combines involves the same
dangers to future security as does German par-

ticipation in international cartels, and we take the

view that equally Arm defensive action is necessary

in this field.

The first steps toward the dissolution nf German
international combines have already been taken.

The vaiious nations at war with Germany have

vested or reduced [o their control Gennan interests

in properties within their jurisdiction. Further-

more, we have reason to anticipate that properties

in which German nationals have an interest and
which are located in countries not at war with

Germany will be claimed by the ajipropriate

Allied powers either in the name of the Allied

Control Council or the Allied Reparations Com-
mission. Thus, tlie financial and corporate inter-

ests of German nationals located outside of Ger-

many either have been seized or will be subject to

I should like now to turn to certain questions

related to German tecimologicai information and
scientific research. If we are prepared to acknowl-



edge that Gei-maii researcb and scientific develop-

meiit have been imporfcimt in the past, we must

also be prepared to draw the obi'ious conclusion

that t!ie exclusive possession or control of certain

kinds of advanced technologj' by Geiinaii nationals

involves a possible danger to our security and

provides German nationals with iniporttint assets

which in the past have induced other parties to

join them in international cartel aiTangenients.

Our intentions with respect to German i"esearcli

and Ecientifip information may be summarized as

follows

:

1. We intend to secure the full disclosure of all

existing German technology and inventiim for the

benelit of the United Nations.

2. Tlirough seizure by the Governments of the

United Natioiis of German-owned patent rights

on inventions developed before and during the war,

we shall be able to withhold from German na-

tionals the usual tecluiological assets which have

proved to be the main indncements for other par-

ties to join the Germans in international cartel

arrangements.

3. We intend to allow organized research and

invention in Germany during the period of mili-

tary occupation only when we are fully satisfied

that such research will not contribute to Germany's

future war potential. •

German technology developed prior to the war

and disclosed in one manner or another in coun-

tries outside of Germany has alitudy been subject

to extensive action by the various United Nations.

This Government and other governments with

which Germany has been at war have reduced to

their control ijiventions and designs botli patented

and unpatented which were owned and controlled

by German nationals at the time of the outbreak

of war.

The United States Alien Property Custodian lias

taken over all United States patents formerly

owned and controlled by enemy nationals and

has, in accordance with his general policy, extended

non-esclusive royalty-free licenses on many .such

patents to any United States party making appli-
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cation. Although the ultimate disposition of

these enemy inventions is a matter to be determined

by the Congress of the United States, it is probable

that no steps will be taken by either the legislative

or executive branch of this Goveiiiment which

would have the effect of returning such rights to

the former German owners. These matters will

undoubtedly be discussed in detail in the statement

which will be submitted to this committee by the

Alien Property Custodian,

As to the ultimate disposition of enemy-

controlled assets now under the control of the other

United Nations, it is believed that the general

attitude of these goremments will be to prevent

audi assets from again coming within the control

of German nationals. Wlien this Government

through the Congress has made explicit its policy

with respect to the disposition of enemy techno-

logical informiition, it is our view that it would

be desirable to insure through diplomatic action

the maximum degree of coordination between our

policies and those of the other governments.

We may presume that the bulk of German in-

ventions made, before the war was disclosed in

one manner or another in all the United Nations

countries. We are aware, however, that the prose-

cution of the present war has caused an immense

acceleration in industrial and scientific research

in Germany and that the normal channels which

made German technology available to us have been

closed during the wai\ It is our view that we
and the United Nations generally havt, an equi-

table claim against all German inventions made
during the war, since the main reason for such

research and subsequent development was to over-

throw by military force the Government of the

United States and its Allies. We have therefore

taken certain steps to assure that important Ger-

man scientific advance made during the war shall

be Itnown to us and put to such use as we deem
desirable.

At the present time this Government in con-

junction with the Government of the United King-

dom has despatched to Germany a group of indus-

trial experts whose task it is to acquire all tech-



nological information available in Germany which

eould be used in the prosecution of the war against

Japan. Although these groups will be primarily

concerned in acquiring those instruments, appa-

ratus, and processes which are usually defined as

war materiel, it is well known that the extent and

scope of modem war is such that almost all tech-

nological inventions are I'elevant to its "successful

prosecution. We may, therefore, anticipate that

the joint U. K.-U. S. technological missions will

inspect, make inventories of, and acquire most of

the important technological inventions made by

our enemy during the war, and such other inven-

tions as have not been disclosed in the United

States and elsewhere through the issuance of pat-

ents to German nationals. We have already be.gun

to receive information fi-om our missions in Ger-

many which indicates that scientific information

of considerable value is being obtained.

Under existing arrangements a joint U.K.-U.S.

group undertakes to acquire information at the

request of various governmental agencies in the

two countries. When the information is dissemi-

nated to the agencies involved, the responsibility

of the acquiring group ceases. The policy to he

pursued in disclosing and distributing the acquired

information to civilian parties and organizations

remains the responsibilit" of the govei'nmeiit

agencies who receive the information.

Naturally, a considerable portion of the ac-

quired enemy technology has been assigned secret

status by the U.K.-U.S. military authorities, since

it is in the interest of the two governments that

certain classes of information should not be di-

rectly or indirectly disclosed to our remaining

enemy.

I may report, however, that various Government
agencies concerned with the problems relating to

enemy tecliiiologj- have been meeting on an in-

fonnal basis to study the general policy wlxich

should govern the dissemination and disclosure of

this information in the United States, the prob-

lems which miglit be encountered in such disclo-

sures, and the question of agi-eements on these

matters with other United Nations.
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The tentative policies which have been adopted

by the interested government agencies relating to-

the disclosure of enemy technological information

to the public ai'e as follows

:

1. Tecimoiogical information acquired in enemy

territories by our military forces or other agencies

may legitimately be used not only in tlie further-

ance of our war effort against Japau, but also

for post-war civilian purposes.

2. The security classifications whicli are neces-

sary for reasons I have iaidicated should be aban-

doned from case to case as soon as it is assured

tJint the disclosure of such information would

not benefit our remaining enemy.

3. Subject to such limitations as may be re-

quired in the interest of security, all technological

information collected in enemy countries or re-

ceived as a result of exchanges with other Allied

powers should be promptly and publicly dissemi-

nated within the United States. Furthermore,

information which for security reasons may be

temporarily withheld from public dissemination

sliould be promptly disclosed when the security

consideration ceases to apply.

The foi-egoing discussion summarizes our views

of the problems raised by German cartels, com-

bines, and technology, and indicates in broad

lei'ms the action we are taking and which we pro-

pose to talie. We are, I believe, alive to the im-

portance of these questions as they affect our na-

tional defense, and the protective measures to

which we are committed have an important place

in our broader program to checkmate German
plans for a rebirth of German economic and mili-

tary power,
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